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Background

After a quarter century of economic reform in rural China, it has been widely accepted that establishing a sound land tenure system can induce institutional and technological innovation, enhancing farm productivity and farmers’ welfare, therefore good for sustainable rural development.  Encouraged by previous success in agricultural land tenure reform, Chinese government continues to make efforts to enhance land tenure arrangement for farmers, including better tenure security and more complete right system.
Tenure rights on forestland and resources, however, are not improving in a similar pace for large part of the reform period. China’s forest sector is one of the few still under tight government control.  Decentralization of forestland tenure, unlike its counterpart in agricultural land, has been slow and incomplete.  In the past, when forest tenure reform was underway, it was usually directed by local forest authority and government agencies and not necessary reflected the best interest of farmers and the need for forest conservation.
Recently (since 2002), a new round of forest tenure reform was initialized in some southern China provinces, most notably Fujian and Jiangxi.  Taking Fujian’s reform as an example, the distinct feature of the reform this time was that village communities were given the power to make decision with regard to the outcomes of tenure reform.  Based on decree of the provincial government, the content and pace of forest tenure reform must be approved by 2/3 of the village representative committee members.  Because of this democratic process of forest tenure reform, the structure of newly formed forest tenure system varied tremendously across village communities.  The pace of the reform has also been varied.  Three years after the reform was launched, only 86% of the villages reportedly finished forestland re-delineation (China Green Time, 2005-11-X). 
The ongoing reform experiment provides a unique opportunity to examine the formation of a potentially optimal tenure system in rural forest areas, due to the fact that the reform was carried out by village communities.  It also provides opportunity to study the impacts of different factors, including policy constraints, on formation of different tenure types, and ensuing performance in terms of forest productivity growth and conservation efforts.  Implications for further policy reform will follow naturally.
Plan of the Paper
This paper examines the formation of new forest tenure system, analyzes the driving forces behind the newly formed tenure structure, and assesses impacts of the reform on forest productivity, investment and farmers welfare.
The analysis covers a sample of 10 counties, 30 townships, 60 villages and 600 rural households, surveyed in Fujian Province.  The targeted duration will be 2000-2005, a period in which the reform is being carried out.

A two step analyses are carried out to examine (1) the choices of tenure types by village communities, and the determinant factors; (2) impacts of the tenure reform on farmers’ behavior and performance in forest management.  

The analytical results provide insights on optimal tenure arrangement in rural forest economy, and shed light on direction of future reform to remove remaining policy constraints for conservation and development in collective forest areas.

